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Honourable W. A. Gordon, 
Minister of Labour, 
Ottawa. 


sir: 


The attached report of an investigation under 
the Combines Investigation Act into an alleged combine 
of Canadian tobacco menufacturers and other buyers of raw 
leaf tobacco in the province of Ontario has been prepared 
by the Honourable Donald Sutherland of Ingersoll, Ontario, 
who conducted the investigation for this Department. 


I am in accord with the statements of fact ex- 
pressed in the attached report ond substantially in accord 
with its opinions. Two principal points made in tle report 
relate to “holding off the market" and to "buying under 
cover". The first of these two deals with the delay which 
occurred in 1932 in the commencement of tobacco buying 
operations, as- compared to previous years. Each year 
buyers have waited to commence their purchasing from the 
growers after the largest buyer, the Imperie1 Tobacco 
Company of Canada, had begun to buy. It has not been found 
that this dclay was due to a combination among the buyers. 


The point of “buying under cover" refers to the 
buying by the Inperial Tobacco Company of Canada of 
3,500,000 pounds of flue-cured tobacco from the 1952 crop 
for the Imperial Tobacco Company of Great Britain and 
Irclend. The disadvantages to the growers in this profess- 
edly temporary arrangement are manifest but there is 
nothing in ow legislation which would restrain a pur- 
chaser in the United Kingdom from making its purchases 
through o related company. We are anxious to sell our 
tobacco to the British market, amd it vould be a decided 
disadventsge to Camadion growers if restrictions were set 
up herc which might have the effect of tuming British 
buyers to othcr markets. After all, the Canadian product 
is not indispensable to the British buyer, even though 
there has been substantial improverent in quwlity in 
recent years. 
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In his report Mr. Sutherland emphasizes the 
desirability of more orderly methods of marketing on the 
part of the growers. Among recent evidences of developments 
in this direction should be noted the interest which has 
been taken in the problen by the Minister of Agriculture 
for Ontario, tho has made offers of marketing assistance 
to the growers. Marketing problems in connection W ith the 
tebacco-growing industry are continuing to receive the 
attention of the provincial authoritics. 


Reviewing the evidence in this case, I cannot 
but feel that the grovers have been operating at a decided 
disadvantage dealing individually, as most of them have 
been, with 5 corporation which has such bargaining strength 
as the Imperial Tobacco Company of Canada, particularly 
when the latter company is buying not only for itself but 
for the Imperial Tobacco Company of Greet Britain and 
Treland as well. The evidence which has been obtained, 
hovever, is not sufficient, in my opinion, to estsblish 
the existence of a combine vithin the meaning of the 
Combines Investigation Act; nor in my opinion is it suf- 
ficient to justify any more extensive investigation than 
has been made. 


If you conelude that no further inquiry is t9 
be made, it will be necessary, under Section Rk of tie 
statute, to notify the applicants of your decision. I 
attach a draft lctter to the applicants which would serve 
this purpose. 


Yours faithfully, 


(Sed.) F. A. McGregor, 


Regi strar, 
Combines Investigation Act. 
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Ingersoll, March 2, 19535 


F. A. McGregor, Esq., 
Registrar, Combines Investigation Act, 
Department of Labour, 
Ottawa, Ontario. 


Sir: 


Acting under instructions contained in your letter 
of November 26th, 1932, as authorized by the Minister of 
Labour, Honourable W. A. Gordon, I have made an inquiry 
under the Combines Investigation Act into charges and 
allegations of a combine on the part of tobacco manufac tur- 
ers and other buyers of leaf tobacco as grown in the counties 
of Norfolk, Oxford and Elgin in the Province of Ontario. 

It was represented by the applicants for an inquiry that the 
aforesaid combine had the effect of preventing competitive 
bidding among buyers, and that the prices paid to tobacco 
growers had consequently been unreasonably depressed. 


The decrease in the average price paid for the 1951 
crop of flue tobacco, of more than eleven cents per pound 
below that of the previous year, followed by a further de- 
crease of over four cents per pound in 1932, the apparently 
unwarranted delay of several weeks in beginning buying oper- 
ations that was observed by all buyers, and the similarity 
mhich characterized the actions of the buyers while prices 
were rapidly reduced, by approximately fifty per cent in the 
space of two weeks, were the chief factors which led to a 
formal application for an inquiry under the Combines Investi- 
gation Act, the result of which is embodied in this report. 


In the course of this inquiry practically all the 
tobatco processing plants in Ontario have been visited, the 
menagers interviewed, and the methods of weighing, grading, 
and processing inquired into, Numerous interviews were held 
with tobacco growers in various parts of Western Ontario. 

& number of the growers expressed reluctance to being quoted 
at all, while others were satisfied to have their statements 
submitted for the use of the Registrar and the Minister of 
Labour. 
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The following application was received by the 
Registrar of the Combines Investigation Act, Department of 
Labour, Ottawa, on November 7, 1932: 


To the Registrar of the Combines Investigation Act, 
Ottawa, 
Ontario 


We, the undersigned, are of the opinion that 4 
combine exists and hereby apply to you for an investi- 
gation of such combine. 


We are of the opinion that the Imperial Tobacco 
Company, Limited, Canadian Leaf Tobacco Company, Limited, 
and MacDonald Tobacco Company, Limited, and other manu- 
facturers and dealers in raw tobacco in this district are 
combined for the purpose of regulating, controlling, pre- 
venting and lessening competition in or substantially con- 
trolling the purchase and fixing the price for the purchase 
of raw tobacco as grown in the counties of Norfolk, Oxford 
and Elgin, in the Province of Ontario, as more particularly 
set out in our declarations hereto attached, which combine 
will operate and is operating to the detriment of the inter- 
est of the public and the producers and others interested 
in growing tobacco in this district. 


We believe that there is a tacit contract or agree- 
ment or combination among the purchasers of tobacco as to 
the price they will pay to the producers, and agreeing that 
they will not compete with each other in the purchase of 
any crop from any individual grower. i 


Dated at Tillsonburg, Ontario, this fourth day of 
November, A. D. 1932. 


Witness: (Sed.) Wm. Sutch 
(Sed. ) C. Maxwell Luke 
Donald J. Gibson Vernon McDonald 


C. M. Newman 
da te COmpean 
Wm. H. Hohrer 


The above application was accompanie” by the fol- 
loving statutory declaration, signed by each of the applicants: 
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DOMINION OF CANADA ) IN THE MATTER OF Combine of 
PROVINCE OF ONTARIO } Tobacco buyers in Oxford, 
COUNTY OF OXFORD ) Norfolk and Elgin Counties, 
) Ontario 
TO WIT: ) 


Ly camped: bbe ca vale d oben kool the Town of 


Tillsonburg, in the County of Oxford, .«(Occupation}..«, 
do solemnly declare: 


1. 


ne 


My address is Tillsonburg, Ontario. 


I am one of the applicants who have signed the hereto 
attached application to the Registrar of the Combines 
Investigation Act. I have authorized William Sutch, 
an applicant at Tillsonburg, Ontario, to represent me 
for purpose of receiving any communication pursuant 
to the Combines Investigation Aet. 


T am advised and verily believe that a combine exists 
between the Imperial Tobacco Company, Limited, Can- 
adian Leaf Tobacco Company, Limited, and MacDonald 
Tobacco Company, Limited, and other manufacturers 
and dealers in raw tobacco interested in purchasing 
the 1932 crop of tobacco grown in Ontario, partic- 
ularly the counties of Oxford, Norfolk and Elgin. 

I am told and believe that the buyers representing 
the several interested companies met together and , 
discussed what price would be peid for tobaeeo, and 
arranging and agreeing among themselves to not com- 
pete in the purchase of any crop of any individual, 
and allotting among themselves the various crops of 
the individual growers so that the grower would be 
forced to sell to the buyer to whom he was so. allot- 
ted without having any chance to get offers from the 
other buyers in competition. 


ft am advised that in 4a number of cases growers have 
been told by the buyer that if they did not accept 
the offer made for their crop, they would have no 
chance to sell the crop and would be later obliged 

to take a smaller price from that buyer, showing that 
there must be some agreement or understanding among 
the buyers that there would be no competitive buying 
of crops from growers. 


I believe this combine is intended to operate and is 
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operating as a means of forcing growers to sell their 
crops of tobacco for less than it is honestly worth, 
and would normally be sold for under proper competitive 
buyine. Crops of equal value are selling at widely 
different prices, and in some cases the buyers are 
taking advantage of the situation so as to actually 
buy crops for less than cost of production. 


6. I believe the combine is further shown to exist by the 
fact that for several weeks after the tobacco crop was 
harvested, no buyers avproached the growers with offers 
to purchase and the several buyers all started out buy- 
ing crops at the same time, no two buyers offering to 
buy the same crop from individual growers. 


7, 1 believe the combine is for the purpose of forcing 
the growers to sell their tobaceo at ridiculously low 
prices so that substantial profits be reaped by the 
buyers, and the organizations they represent at the 
expense of the growers of tobacco in Ontario. 


8, 1 verily believe the above statements to be true state- 
ments of fact and that there should be a proper investi- 
gation made under the Combines Investigation Act, Chap- 
ter £6, Revised Statutes of Canada, 1927. 


9. I am a Canadian residing in Canada, and am of the full 
age of twenty-one years. 


AND I make this solemn declaration conscientiously 
believing it to be true and knowing that it is of the same 
foree and effect as if made under oath and by virtue of 
the Canada Evidence act. 


DECLARED before me at the ) 
Town of Tilisonburg in the } 
County of Oxford this 4th ) 
day of November, A.D. 1932 } 


(Signature of Applicant) 


(Sed.} Donald J. Gibson, 
A Commissioner, etc, 


On the same date, November 7, 1952, the following 
@pplication was received by the Registrar of the Combines 
Investigation Act, which was not accompanied by a statutory 
declaration; 
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Kingsville November 5.1932 
To the Minister of Labour of the Dominion of Caneda 


We, the undersigned, demand. an immediate investi- 
gation re the small price paid to growers of tobacco and 
the excessive prices charged by the different tobacco 
Manufacturers for their products being sold in Canada. 


411 of the following being interested and bona 
fide residents of Canada. 


(Sgd.) A. EB. Vickers 
G. Giverns 
William Wilson 
W. J. G.- Minson 
Judson Scratch 
ie J. Platten 


In addition, letters and telegrams from different 
points throughout the province were received by the Prime 
Minister, Members of the Government and Members of Parlia- 
ment. Two of these telegrams are included in the following: 


Tillsonburg, Ont., 
October 28, 1932 


Hon. R. B. Bennett, 
Prime Minister, 
Ottawa, Ont. 


South Oxford and Oxford are now appealing to you 
for aid and protection in order to save the tobacco in- 
dustry from ruin and to save scores of tobacco growers 
from going into liquidation. Stop. The market has 
opened at <4 cents high with but a few getting it. Stop. 
We appeal to you to look into this matter and to save the 
situation by taking over the present crop or by placing 
a prohibitive duty on foreign tobaccos coming into this 
country or take some such immediate measure that will save 
the situation. Stop. We are firmly convinced that a 


combine exists. 


The Board of Trade of Tillsonbure 
in behalf of the Tobacco Growers 
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Tillsonburg, Ont,, 
October 31, 1952 


kK. B. Bennett, 
Prime Minister, 
Ottawa, Ont. 


Tobacco growers are panicky burning their crops 
three crops burned last night buyers reduced the price to 
sixteen cents high for top crops holding a meeting at 
Arlington Hotel tonight to reduce further a ring is in 
opcration cannot you do something. 


J. A. MeCabe 


Upon reccipt of the application from Tillsonburg 
submitted in accordance with the provisions of the Combines 
Investigation Act, the Minister of Labour, the Honourable 
W. A. Gordon, ordered an inquiry into charges of a combine 
on the part of manufacturers and other buyers of raw leaf 


tobacco in the Province of Ontario. 
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The growing of tobacco in Canada dates back to 
an early period when United Empire Loyalists, who settled 
in Canada efter the American Revolution, brought to baaco 
seed with them from the United States. Records show that 
there were shipments of tobacco from Essex County, Ontario, 
shortly after th: war of 1812. In 1871, 399,870 pounds of 
tobacco were grown in Ontario, and 1,195,345 pounds in 
Quebec. Production continued to expand slowly until in 
1901 a total of 11,267,000 pounds was grow in Canada, 
While in 1911 the crop amounted to 17,632,000 pounds. 

In 1931, the production of tobacco in Canada reached the 
figure of 51,300,000 pounds, of rhich Ontario contributed 
44,770,000 pounds. 


Various types of tobacco hsve been successfully 
grown in Ontario. In 1927 and 1928, the Dark Fire and 
Burley varieties constituted the main part of the crop. 
Since then, the flue-cured, otherwise know as Virginia 
or Bright Southern, tobacco has been iin the greatest demand. 
This type is used chiefly in the manufacture of cigarettes 
and the general increase in the consumption of cigarettes 
is accountable, to a large extent, for the increase in tle 
demand for the flue-cured tobacco. 


The soil in what is known as the Norfolk district 
of Ontario is peculiarly adapted to the growing of flve- 
cured tobacco, and to this district, sonetimes termed the 
New Belt, may be attributed the marked increase, in recent 
years, in the production cf tobacco in Ontario. For some 
years past the acréage devoted to flue-cured tobacco has 
been steadily increased. 1929 and 1930 were extremely dry 
years so that the increase in acreage ras not reflected in 
the total yield. 1931 was an almost perfect growing season, 
which, combined with a further increase in acreage, resulted 
in a increase in the total yield of about one hundred per 
cent. The total yields of Ontario flue-cured tobacco for 
the above mentjoned years are as follows: 1929, 10,500,000 
pounds; 1930, 12,396,400 pounds; 1031, 24,500,000 pounds. 
As a result of the size of the crop there was a snall sur- 
plus of low grade tobseco at the end of the buying season, 
and prices for the year Were dow, approximately twenty-five 
per cent from those of the preceding year. In 1932 growing 
conditions were again ideal and there was another slight 
imerease in acreage, The result was a crop of first class 
quelity anda total yield which is estimated at about 
29,000,000 pounds. 
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At this stage prices of flue-cured tobacco in 
Ontario were reaching a level at which the British market 
vas becoming interested. In the three years prior to 
1932 the United Kingdom is said to have increased its 
imports of Ontario flue-cured tobacco from 500,000 pounds 
to 5,500,000 pounds, This increase vas due to the reduced 
priee and to the preference granted on the British market 
to Canadian tobacco over that imported from countries 
outside the Empire. From the Canadian point of view the 
United Kingdom is the greatest present and potential 
market for raw leaf tobacco. Although the domestic market 
constitutes at preset the principal outlet for Canadian 
leaf, the stabilizing effect of an cxport market appears 
necessary. 
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SCOPE OF THE INQUIRY 


The bulk of the flue-cured tobacco crop of 
Ontario is grown in the counties of Norfolk, Oxford and 
Elgin, in which district the application for an inv estig a- 
tion originated. In view of the fact that the afor@said 
application and all charges and complaints against the 
purchasers of tobacco were limited to the flue-cured 
varicty, this inquiry has been confined, for the most 
part, to that type of tobacco. 


As the chief complaint was that of eliminating 
competition anong buyers, and depressing prices to growers, 
one of the first steps taken was to request those who had 
made application for an investigation to meet for the pur- 
pose of discussing eny information they might have at 
their disposal. This meeting took place in the Council 
Chamber at Tillsonburg on Thursday, Decenber 15th, at 
which tine there were present all who had signed the ap- 
‘plication, also e® number of others who had made complaints. 


While all vere most emphatic in expressing their 
belief that a combine exi sted, as alleged in their applica- 
tion, and referred to many suspicious circumstances in 
connection vith the buyers and those they represented, both 
pefore and after the market opened, no evidence of a direct 
nature vas submitted. Nearly all were of the opinion that 
the order issued for an inquiry ond investigation under the 
Combines Investigation Act by the Federal Minister of Labour, 
together vith the prompt assurance given the tobacco growers 
by the Honourable T. L. Kennedy, Minister of Agriculture 
for Ontario, of assistance, financial and otherwise, in or- 
ganizing a growers’ co-operative ass jation for the es- 
tablishment of a grading and processing plent to enable the 
grovers to hold their crops for better prices, “as respon- 
sible for the substantial increase in prices that had almost 
immediately follaied these snnouncements. 


In the discussion of complaints privately there 
vas displayed'an evident reluctance on the part of the 
groviers to become identified with the inquiry lest such 
action might adversely affect the disposal of the ir crops 
inthe future. This attitude, on the part of mmy of the 
groviers, was so pronounced that it added greatly to the dif- 
ficulties encountered in ascertaining the actual facts. 
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SITUATION PRECEDING APPLICATION FOR INVESTIGATION 


Information obtained during the course of this 
inquiry as to certain comitions thich prevailed before 
application was made for an investigation may convey some 
idea of the feeling of suspicion which was gemerc] and wide- 
soread amons tobacco growers at that time. 


The rapid growth and devclopment of the tobacco in- 
dustry in Ontario has, apparently, far outstripped the ob- 
solete and antiquated method of marketing tobacco, still prac~ 
tised under vhat is termed the "bam buying" system. This 
method was employed in a number of countries when the tobacco 
imlustry was in its primitive stage in those countries. 

While tobacco growing was a comparatively minor industry in 
Canada, end the total production was used for dore stic pur- 
poses by one or two companies, the system fulfilled all 
requirements. In recent years the barn buying method of 
marketing tobacco has outlived its usefulness and has proved 
unsatisfactory to grovers and to the majority of purchasers. 
In the vrords of en official of one Conadian tobacco company, 
"No other system lends itself to so much malpractice". Under 
the barn buying method, as practised in Ontario, the leaf 
purchasing organizations of the various companies maintain 
staffs of trained buyers, or field men as they are sometimes 
called, tho inspect the crops of the individual growers 
several times during the growing season, during harvesting 
and while the crop is being cured. Whem buying commences, 
the buyers heve these records to assist them in estimting 
the quality of the crop when stored in the barns. When 
purchasing tobecco in this way the usual proc édure is to 
offer the grower @ price per pound for his entire crop with 
the stipulation that all undesirable tobacco, green, black, 
purnt, frosted or otherwise demeged, must be excluded . 
Buyers frequently make an offer with the provision that a 
lover price be paid for totecco of inferior grade that is 
econteined in the crop. 


One company in Ontario buys a large part of its 
tobacco under contract. (See section of this report re Con- 
50 Lidated Leaf Tobacco Company, Limited.) The grover con- 
trects to sell his tobacco to this company at prices listed 
on the contract which ere btesed on the grading of the crop 
as determincd by the company. A relatively small proportion 
of the Ontario crop is hendled in this vay. 


The eccepted custom for e number of years has been 
that ell the buyers waitcd for one of the largest companies 
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to open the market. In 1931 the market was opered by tle 
Imperiel Tobacco Company of Canada on October 6th, end in 
1950 the seme compeny opened the market on the same date, 
October 6th. The opening price in 1930 was forty cents 
per pound, snd in 1931 thirty cents per pound. These were 
top prices, offered for the test quality of tobacco, and, 
&s would be expected, the best crops rere bought first. 
Should an offer be refused, the almost invariable practice, 
up to 1932, has been thet succeeding offers for that crop 
were lover than the original offer. This practice was 
innoveted by the Imperie1 Tobacco Compeny of Canada, and 
was used as, wheat has been termed, a big stick to keep 

the grovers in a position whereby thet company could more 
readily obtain the tobacco for its requirements and thus 
shorten the period of time spent in purchasing tobacco. 
Other compenics have taken edvantage of the effect pro- 
duced by this systen. There appears to have been a fairly 
common practice among buyers of informing the grovers thot 
"the offer was off as soon as the buyer left the premises". 
This threat was usually carried out, end became so well 
knovn among growers that it was generally deemed advisable 
to eccept the first offer mde. 


The opening of the Ontario market for the pur- 
chase of the 1932 crop of flue-cured totecco took place on 
Octoter 26th, ebout three weeks later then was the case in 
the tvo preceding years. Improved methods of growing, par- 
ticulerly the process of priming the leaves instead of tip 
practice folloved in previous years of cutting or splitting 
the stalk, resulted in the crop being ready for sale ten 
days to two weeks earlior thm in the past. (This estimte 
vas made by Mr. H. P. Buell of tle Imperiel Tobacco Compeny 
of Cenada in a letter to Mr. R. C. Harrison of the British- 
American Tobecco Compeny.) This tenied to lengthen the | 
pericd between the completion of harvesting end the com- 
mencerent of buying to more than « month. No explenation 
or reason for the deloy tias edvenced to the growers by the 
compeny vhich epparemtily dominated the market. As the days 
passed the grovers quite naturally became very enxious, 


The position of the tobecco growers cam be readily 
understood. The successful achievencnt of their hopes em 
lebours hed been eccomplished in harvesting ond curing a 
erop which, in point of quelity end yield, was even beyond 
their expectations. Costs for buildings, cquipment and 

ebour hed teen heavy, ond credit hed, in many instances, 
becn used tothe limit. The relatively low prices paid for 
the 1931 crop hed caused considerable dissatisfaction in 

thet year but the grover had no reason to believe that priccs 
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in 19352 would be any lower. In fact, dic to the short 

crop in the United States, the fine quality of thc Ontario 
erop, end the increasing interest that English manufacturers 
were displaying in Canadian tobacco, the grovers were 
rather optimistic as to the disposal of the 1952 crop. 

The opening of the market was thus awaited with the 

keenest intorcst. The customary date was reached and 
passcd, the days lmgthened into weeks, end there wes still 
no sign of the merket opening. The “holding off" of ths 
opming of the market was © severe strain on the morale of 
the growers. 


During this period one of the hotels in the tovn 
of Tillsonburg, situated on the border of the Norfolk, Ox- 
ford, Elgin tobecco district, becem the headquerters of the 
representatives and buyers of most of the tobacco compmies 
in Cane da. Tobacco interests in the United Kingdom and the 
United States werc also represented. In all, sbout thirty 
of these men wierc registercd at this hotel. With the long 
deley in opening the mrket this group became the centre of 
interest of the whole totmeco district. On October 26th the 
merket ves opened by the Imperial Tobacco Compeny of Camda 
vith © top price of twenty-four cents, six cents below the 
top price of 1931. A few hours later the other compenies 
begen buying ond there folloved what appeared to the growers 
2 competition in reducing prices. In no case was the top 
price of tventy-four cents, set by the Impericl Tobsecco 
Compeny of Cene da, exceeded by any other compeny ond com- 
paratively fev crops were bought at this price, This also 
appears to be an umrritten lew and practice of the trade» 
Within e few days the price was steadily om rapidly reduced, 
in meny instances to less the helf the opening price. 

The reduetion continued to such an extent that by the first 
week of November the grovers wers becoming demoralized and 
some vere ready to sell at almost cny price. The buyers 
took edventege of the situation end some crops were bought 
at ridiculously lov prices. The fact that, in eomparatively 
fei. instences, did buyers for more then one compeny make 
offers for the crops of individual grovers, lent colour to 
rumours thet were rapidly spreading. Charges of © combine 
ond eollusion on the pert of the buyers to depress prices 
cere numerous nd culmineted in « form] epplication for an 
investigation. 
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HOLDING OFF THE MARKET 


It is generally acknowledged by those engaged in 
the purchase and processing of tobacco in Canada, both for 
domestic purposes and for export, that the Imperial Tobacco 
Company of Canada dominates the market to the extent of fix- 
ing a date for its opening and setting the top price paid. 
From evidence obtained it appears that the Imperial Tobacco 
Company of Canada were mainly responsible for a delay of 
nearly three weeks beyond the usual time in opening the 
morket for the purchase of the flue-cured tobacco crop of 
1932. This delay caused much uneasiness and had a very dis- 
turbing effect upon growers of tobacco. Correspondence be- 
tween the Imperial Tobacco Company of Canada and the Imperial 
Tobaceo Company of Great Britain and Ireland shows that on 
September 25, 1932, an order was placed with the former com- 
pany by the letter for the purchase of 1,000,000 pounds of 
flue-cured tobacco from the 1932 crop with the probability 
of an order for another 1,000,000 pounds the following week. 


In 2 letter to Mr. Buell, Vice-President of the 
Imperial Tobacco Company of Canada, Mr. L. H. Reed, Manager 
of the Leaf Department of the Imperial Tobacco Company of 
Great Britian and Ireland, under date of Novembcr 16, 1932, 
confirmed the purchase on a commission basis of 3,500,000 
pounds (green weight) of the Ontario flue-cured tobacco erop 
of 1932. In addition, during 1932, the Imperial Tobacco Com- 
pany of Canada sold approximately 2,500,000 pounds of redried 
tobacco to the Imperial Tobacco Compsny of Great Britain and 
Ireland. This tobacco was taken from the 19451 crop. The 
correspondence shows conclusively that the Imperial Tobacco 
Company had instructions, before the usual time for opening 
the market, to purchase a substantial quantity of tobacco | 
for the Imperial Tobacco Company of Great Britain and Ireland, 
yet the opening of the market was delayed. 


Mr. Buell in 2 letter to Mr. Reed dated September 
28, 1932, states, . 


"We have not set any special date for opening the 
market, but in all ab et ability it will be within the next 
two weeks.” 


On October 18, 1932, Mr. Buell wrote to Mr. Reed making arr- 
angements for Mr. T. L. Lea, Manager of the Ontario Leaf 
Department of the Imperial Tobacco Company of Canada, to 
meet Mr. J. R. Hutson, representative of the Leaf Depart- 
ment of the Imperiel Tobacco Company of Great Britain and 
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Ireland at Hamilton, Ontario. He says, in part, 


"they (Lee and Hutson) could very well spend o day or 
two in making 4 survey of the crop, and whether I am 
able to be there or not, I think they should begin 
buying operations not later than October 26th. Our 
Delhi orgenization will only be notified of these plans 
& day or two in advance." 


& report of the Federal Trade Commission of the 
United Stetes on the tobacco industry, dated December 11, 
1920, contains the following under Section 7, pege 58; 


"According to the testimony of numerous tobacco 
producers, dealers, warehousemen, and buyers, as well 
as the correspondence of the large manufacturers and 
dealers, one of the most important causes of the 
decline in prices of leaf tobacco during the 1919-20 
season wes ‘holding off' the merket and buying ‘under 
cover', indulged in by the lerge tobacco manufacturers. 
The effect of these practices varied, but was most 
aoparent in those markets where the companies using 
the methods were important purchasers. As a general 
proposition, it is recognized by those experienced in 
the trade, that tholding off* the market, even tempor- 
arily, by ony concern which purchases a substantial 
percentage of the tobacco sold on that market, will 
have a direct effect on the prices being paid.” 


The term "holding off" the market is not applicable 
in Cenada in precisely the same sense as used in the United 
States. Strictly spenking there is no market in Canade. The 
company making the first purchase, however, has come to be 
considered as opening the market, and the period of buying 
that follows is regarded as the market. When a grower has 
harvested his crop he awaits the arrival of a purchaser, and 
when a buyer onrpears there ensues a process of dickering as 
to price, with varying results, often influenced as was the 
ense in 1932 by finencial circumstances and the eagerness of 
the grower to make a sale. When asked for an explanstion 
as to the delay until October 26th in opening the market, 
the Imperial Tobacco Company of Canada submitted the follow- 
ing, under date of February 2, 1933; 


‘In reply to your question, while we do not wish 
to scem argumentative yet so far as we know there is no 
merket opening in the generally accepted sense of the 
word. However, if contracting the first purchase is 
to be considered as a market opening, we respectfully 
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submit that by reason of the fect that we have no know- 
ledge of purchases made other then by ourselves we are 
not in a position to state when the market opened, fFor 
the past seven years our first purchases were made as 
follows: : 


1926 ~ October 19th 


1927 - a 12th 
Lee ae 18th 
1929 - - 10th 
1950 - ee 
1931 - - 6th 


1932 26th 


There is no fixed date on which our first purchase is 
to be made in each year and we believe you will agree 
from the dates of purchases set out in the foregoing 
thet there has been no undue delay in making our first 
purchase of the 1932 crop. 


When we became aware thet notwithstanding the ad- 
vice given to farmers in our circular memorandum of 
March 18, 1932, the totel production of flue-cured — 
tobacco gave promise of being appreciably in excess 
of the total quantity produced in 1931, we had great 
anxiety as to whet might be the outcome, knowing as 
we did at that time thet we would not be justified 
ourselves in purchasing more than about 8,000,000 
pounds of the total quantity. Our fear was that once 
our requirements were satisfied, the big remaining bal- 
ance would be dumped on the market with the naturel 
result thet prices vould decline appreciably, creating 
distress among the growers, and that the industry itself 
might suffer « serious reverse and setback. 


We had been under negotiations with our British 
friends and saw a prospect of selling to them some 
quantity of our stock from previous crops, which in 
itself would naturally have permitted us to increase 
the quantity that we would then be able to purchase 
out of the 1932 crop. As the negotiations developed 
our British friends intimated that in addition to taking 
from us some of our older tobacco, they would also like 
us to purchase for them some out of the 1952 crop. 


Substantially, the factors recited above were 
mainly responsible for delaying our purchasing until 
the 26th October." 
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In regard to the above the following extract. from 
a letter, dated August 22, 1932, from Mr. Buell] to Mr. R. C. 
Harrison, of the British-American Tobaceo Company, addressed 
to London, Englend, mny be quoted; 


"I will be visiting the southern markets next 
week and the week following. I will make it e« point 
to see Mr. Reed, and I hope thet he will let me know if 
the buying of their Canadian requirements will be en- 
trusted to us." 


Mr. Buell's letter also confirms the enrly horvesting of 
the 1932 crop and the fact that the quality was more suit~ 
able for the English m-rket than heretofore. He refers 

to orders placed by sevcral independent English manufactur- 
ers with local Ontario dealers for their requirements from 
the 1932 crop. 


Mr. H. A. Freeman, of Simcoe, former Manager of 
the Dominion Experimente] Farm at Harrow, Onterio, and the 
Ontario Tobacco Plantations, Limited, and at present one 
of the largest tobneco growers in Ontsrio, stated in an 
interview on December 2lst, at Simcoe; 


"One week approximately before the Ontario 
tobaceo market opened, « buyer from England arrived in 
the Norfolk district. This buyer, who represented 
Gallaghers' Limited, of Belfast, stated that he was 
prepared to take about 3,000,000 pounds of flue-cured 
tobacco nt a price of twenty-five cents per pound. If, 
hovever, the market went down, he made it clear that he 
must protect himself as his company n«turelly was only 
prepsred to pay the market price. He stated that his 
company would fill their requirements if it were necess- 
ery to pey thirty-five cents a pound.” 


Professor A. Leiteh, of Guelph, Manager of the 
-indhem Tobneco Pinntctions, Limited, ssid in the course 
of an interview on Decembor 24th, that 2 representative of 
Gilleghers’ Limited, of Belfast, strted before the opening 
of the market thet he wes in © position to take 2,400,000 
pounds of the 1952 crop if the price did not go above 
twenty-five cents per pound, This quantity was taken by 
Gnllaghers in 1931. The Windham Plantations had sold 
Gallaghers 1,700,000 pounds of tobacco to date (December 
24th), with more to follow. 
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The following is taken from a letter from Gallag- 
hers Limited, of Belfast, Ireland, to the Leamington Tobacco 
Sales Corporation, of Leamington, Ontario, dated September 
? ¢ oes 


"We thank you for your letter of the 24th ult. 
end for your crop report. Indications from Prof. 
Leitch «nd others show the crops to be much brighter 
in colour but lighter in body. We are, therefore, 
looking forward with considerable interest to the 
typé semples representing the crop ‘hich iir. Lynch 
will be sending. 


we may say now thnt we do not know whethor the 
thin crop is going to suit us, and we also hasten to 
say that if competition is keen and prices high our 
buying is likely to be considerably curtailed. 


You are awnre thet our outright purchase of last 
yeer landed here at around 38¢, which was around 1/94, 
the exchange is now over 13% lower so that the price 
might exceed 2/- 211 grades which we are not prepared 
to pay. Another point is that with the thinner crop 
the loss in grading mey possible be higher. 
4 


This position is not one that affects us only 
but manufacturers on this side as a whole. It is not 
an economic proposition, particularly in view of the 
low prices which preveiled in America last year to pay 
More than 2/2 2 lb. for the best colonial tobacco, so 
thet we do not bolieve thet the competition will be 
as keen cs you indicate, 


Our position is th: t if we can get the right 
tobeeco at prices not higher then our sterling aver- 
age of last year we will be interested, and it is 
certainly our: desire to buy concurrently, but we do 
not want you to be under sny false impression as to 
our attitude.” 


The nbove letter confirms the st-tements made by 
Mr. Freeman and Professor Leitch. The low average price in 
Canada could not be attributed to the price buyers were 
prepared to pay in the United Kingdom. Processing, shipping, 
and insurance charges smount to approximately seven gents 
per pound. 


The reference to the date of opening the market 
in 1926 by the Imperial Tobaceo Company of Canada is 
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herdly applicable as a comparison to the date in 1932. The 
total production of flue-cured leaf in Canada in 1926 was 
only 4,431,000 pounds, while in 1932 it amounted to about 
29,008,000 pounds. 


The Onterio flue-cured tobaceo industry had already 
developed and renched nn export basis in 1931 when 5,423,028 
pounds were exported to the United Kingdom. It is evident 
from the interest enrly displayed by the independent British 
menufecturers in the Ontario flue~-cured crop of 1932 that 
the quality of the tobaceo supplied them in 1931 had created 
a favoursble impression, that they had kept in touch with a 
view to securing 2 quantity from the 1932 crop, and that 
they had made their srrangements accordingly. 


Thot the Imperial Tobacco Company of Canada was 
conscious of its dominating position in the past and was 
anxious to mnaintsin that position is manifested in the 
arrangement mede with the Impcricl Tobneco Company of Great 
Britain and Ireland to supply that company with their re- 
quirements from the 1932 crop. The delny in opening the 
morket, and the concealment of the date when decided upon, 
even from the compnny's own organization at Delhi, Ontario, 
evinces - desire for secrecy for which no reasonable justi- 
fication has been advanced, The rights of the tobacco 
growers with their crops in the barns, awaiting buyers for 
a month or more, had apparently been lost sight of, and 
it would appear that the object of the delay was to utterly 
demoralize them and mike them submissive when afforded an 
opportunity of disposing of their crops. 
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BUYING UND™R COV™R 


Through their office at Richmond, Virginia, 
Imperial Tobacco Company of Great Britain and Ireland pave 
instructions to the Imperial Tobacco Company of Canada for 
the purchase of flue-cured tobacco in 1932 as follows: 


Date Received Amount 

Original Order September 22, 1932 1,000,000 ibs. 
First Increase September 27, 1932 500,000 lbs. 
500,000 lbs. 

Secon? Increase YFovenber 7, 1932 500,000 lbs. 
Third Increase November 15, 1932 4,000 COG Tbe. 
1,000,000 lbs. 


the 


1932 Crop 
1932 Crop 
Matured 
1952 Crop 
1932 Crop 
‘Vatured 


The total quantity of tobacco purchased by the 
Imperial Tobacco Company of Canada from the 1932 crop for 
the Imperial Tobacco Company of Great Britain and Ireland 
amounted to about 3,500,000 pounds. In addition, approxi- 
mately 2,500,000 pounds of redried or matured tobacco from 


the 1931 Ontario crop was sold by the Imperial Tobacco 


Connany of Canada to the [nperial Tobacco Conpany of Great 


Britain and Ireland. 


Correspondence shows that, without reference to 
prices, a commission of one dollar per hundredweight was to 


be paid the Imverial Tobacco Sonpany of Canada for its 


services in purchasing the tobacco required by the Imperial 


Tobacco Convany of Great Britain and Ireland. 


The contract form used by the Imverial Tobacco 
Connany of Canada in all purchases of the 1932 cron of flue- 
cured tobacco, irrespective of whether the crop was destined 
for its own requirements or for the Imperial Tobacco Conpany 
of Great Britain and Ireland, was similar to the folloving: 


IMPTRIAL L™AP TOBACCO COMPANY OF CANADA, LIMIT™D 


DeLRi« 


Leamington, Dec. 18th, 1932 


IT, oe eooessesshoreinafter called the Sec licr, 


agree to sei) to the IMPTRIAL L™AF TOBAC%O COMPANY 
OF CANADA, LIMIT™D, hereinafter called the Company, 


and it agrees to purchase from me certain and 


definite lots of Flue Cured leaf tobacco at prices 


under conditions and in estimated quantities as 
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herewith specified: - 


20,000 lbs. at 22¢ ner lb. 
10,000 lbs. at 14¢ wer lb. 
1,500 lbs. at 5¢ per lb. 
Balance lbs. at - per lb. 
TOTAL - 31,500 lbs. 


The Seller agrees to preserve the colour and 
quality of said tobacco and at no time strip and pack 
more than 15 per cent of same prior to delivery un- 
less otherwise advised by representative of the Company. 


The above mentioned tobacco to be delivered 
in - our Plant, Delhi, Ontario, verfectly sound and 
in good keeping order, at such time or times during the 
shipping season as may be designated by the Conpany 
and to be paid for upon delivery, and acceptance of 
same, the Conpany being authorized to make all cheques 
for proceeds to person making delivery. 


The tobacco is to be graded in three grades, 
i.é., Sand Leaves, Bright Leaf and Red and Dark Leaf - 
or as follows:- 


All green to be thrown out of 1500 lbs. at 5¢, 
handled and packed according to instructions. All 
tobacco to be baled in good baling paper and all GRT=N, 
BLACK, BURNT, D™AD, FROST™D, OR OTH@RTIS™ DAMAG™D - 
TOBACCO, AND SUCKTRS to be thrown out when strivping. 


Signature of the Seller IMP™RIAL L™AF TOBACCO COMPANY 
OF CANADA, LIMIT™D 
og@epenege@¢e@#608088 per Ce eeecrerccreansee rs BUYED. 
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The Imperial Tobacco Connany of Great Britain and 
Ireland have a subsidiary comnany, the British Leaf Tobacco 
Connany of Canada, Limited, located at Chatham, Ontario, 
fully equivoped and engaged in processing tobacco. 


Tobacco purchased by the Imverial Tobacco Company 
of Canada for its own use and for the Imperial Tobacco Company 
of Great Britain and Ireland was delivered to the plant of 
the former company at Delhi, Ontario. All tobacco purchased 
for the Imnerial Tobacco Conpany of Great Britain and Ireland 
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had been allotted to then in the barn before delivery was 
made. This tobacco was Shipped from Delhi to the plant 
of the British Leaf Tobacco Company of Ganada at Chatham, 
and was received there in the same condition as it had 
been delivered at Delhi by the growers. 


Arrangements were made prior to the onening of 
the market to have Mr. 7. RP, Hutson, revresentative of 
the leaf denartment of the Imperial Tobacco Conwany of 
Great Britain and Ireland, come to the Norfolk tobacco 
district from Richmond, Virginia, on October 24th to be 
on hand when buying comnenced on October 26th. 


The above facts were confirmed fron copies of 
correspondence between the two comnnanies mentioned, 
sunplied by Mr. %. Milligan, President of the British 
Leaf Tobacco Company o Canada, Limited, in response to 
a request submitted on Deesmber 14, 1932, as follows: 


“Covies of all correspondence between your company 
and other comnanies buying fluc-cured tobacco from 
growers in Ontario in 1932." 


The reply of the Imperial Tobacco Company of 
Canada, Limited, to the sane request was 4s follows; 


"Te have had no correspondence whatsoever 
with any other comneny who have to our knowledge 
bought flue-cured tobacco from growers in Ontario 
an. 1962." 


The Imperial Tobacco Company of Canada econt-nded that, 

as the British Leaf Tobacco Company of Caneda did not buy 
tobacco directly from growers, correspondence with that 
comany did not cone within the wording of the above 
request. 


Yhen the market was opened, Tir. 7. 2. Hutson, 
previously mentioned, and Mr. T. L. Lea, Maneger of the 
Ontario Leaf Yenartnent of the Imperial Tobacco Somnany 
of Canada, travelled together through the district and 
suvervised the buying of tobacco by that: connany, In 
this way buying “under cover" took place to the extent of 
3,500,000 pounds of the 1932 cron, 


é& repart of the Federal Trade Commission of the 
United States on the tobacco industry, dated Decomber 1], 
1920, contains the following provision from the anti-trust 
decree of the United States regarding buying tobacco 
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"under cover", Section 3, page 158; 


"It is further ordered, adjudged, and decreed 
that British American Tobacco Company, Limited, and 
the Imperial Tobacco Company (of Great Britain and 
Ireland), Limited, shall not act as agent for each 
other, nor employ a common agent for the purchase of 
leaf tobacco in the United States,” 


It might be pointed out that the Imperial Tobacco 
Comvany of Canada is controlled by the above mentioned 
British-American Tobacco Gompany. 


The previously nentioned report of the Federal 
Trade Commission of the United States, dated December tag 
1920, contains the following in regard to buying ‘under 
cover", Section 7, page 58; 
‘It is recognized that where a large tobacco 
purchaser buys its requirements ‘under cover’ through 
a dealer elready on the market, competition is less- 
ened and the price is affected." | 


The explanation offered in justification of the 
method of purchase, as rendered by the British Leaf Tobacco 
Company of Canada, a subsidiary of the Imperial Tobacco 
Comyany of Great Britain and Ireland, is as follows: 


"Phe reason the purchases were not made by 
the British Leaf Tobacco Company direct from growers 
is because that company has not in its employ men 
who are qualified to buy flue-cured tobacco, nor is 
it possible for it to employ any such men capable of 
buying the types required for the trade of the Imp- 
erial Tobacco Company (of Great Britain and Ireland) 
as sold in the barns in Canada. It is a fact that 
in time and with training experienced buyers of the 
Imperial Tobacco Company (of Great Britain and 
Ireland) may be able to buy Canadian flue-cured tob- 
acco in the barn." 


The reasons advanced by the Imperial Tobacco 
Company of Canada for having made such purchases of tobacco 
for the Imperial Tobacco Company of Great Britain and 
Ircland were substantially the same as those rendered by 
the British Leaf Tobacco Commany of Canada, and in addition 
thereto the following: 


le think it pertinent at this time to state 
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that the British Leaf Tobacco Company, Limited, may 
be said to be indireetly related to this Company « 
The relationship is as follows: 


The British Leaf Tobacco Company, Limited, 
is an onerating subsidiary of the Imperial Tobacco 
Comnany {of Great Britain and Ireland) Limited. 


The Imperial Tobacco Conpany (of Great 
Britain and Ireland) Limited, has a substantial in- 
terest in the capital stoek of the British-American 
Tobacco Company, Limited. 


The British-American Tobacco Company, Limited, 
has a substantial interest in the capital stock of 
the Imperial Tobacco Company of Canada, Limited." 


| If the relationships referred to, based on an 
interlocking of interests through capital stock held by the 
companies mentioned, can be held to justify the methods 
pursued by the Imperial Tobacco Company of Canada in re- 
moving from the market what might otherwise have been s§ 
strong competitor, then the relationships of all tobacco 
companies operating in Canada might well be inquired into. 


It appears that the Canadian Leaf Tobacco Company, 
of Chatham, Ontario, 2 subsidiary of the Universal Leaf 
Tobacco Company, of the United States, purchased about 
5,000,000 pounds of the Ontario 1932 crop, chiefly for export. 
In this connection it was stated by e responsible authority 


that 


"the Canadian Leaf Tobacco Comany bought a large quan- 
tity of tobacco during 1932 at a very low price, They 
stenoped into the market at vorecisely the correct time to 
make this possible, which may, or may not have been, 
merely very good judgment on their part." 


The same party pointed out that it was generally conceded in 
the trade that there was a close relationship between the 
Canadian Leaf Tobacco Conpany and the Imperial Tobacco 
Conpany of Canada through the close relationship that exist- 
ed between the parent companics in the United States, the 
Universal Leaf Tobacco Compsny and the British-American 
Tobacco Comnany. He added further that 


ir. F. N. Harrison is Manager of the leaf department 

of the Universal Lenf Tobacco Company, while his brother, 
Mr. R. C. Harrison, is Manager of the lcaf department of 
the BritisheAmerican Tobacco Compeny, which fact in 
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itself is of some significance." 


In the United States, the British-American Tobacco 
Company and the Imperial Tobacco Company of Great Britain and 
Ireland are compelled by law to operate separately in the pur- 
chase of tobacco, whereas in Canada, in view of the Imperial 
Tobacco Company of Canada's relationship to the British~ 
American Tobacco Company, it might be said that these 
conpanies are allowed to operate together. 


In régard to the purchesing arrangement between 
the Imverial Tobacco Company of Great Britain and Ireland 
and the Imperial Tobacco Company of Canada, the following 
comment was made by a widely experienced tobacco man; 


"It is ridiculous to assume that the biggest and 
strongest tobacco company in the world would be unable 
to secure men who could satisfactorily purchase the re- 
latively small amount of tobacco that was required by the 
Imperial Tobacco Conpany of Great Britain and Ireland 
from the Ontario 1932 orop." 


It was his opinion that four or five buyers, such as were em= 
ployed by Canadian tobacco companies, could make a good job 
of buying the Canadian requirements of the Imperial Tobacco 
Gompany of Great Britain and Ireland. 


In the return submitted by the Imperial Tobacco 
Sonmvany of Canada, under date of January 4, 1933, it is 
stated, in regard to the arrangement with the Imperial 
Tobacco Company of Great Britain and Ireland, 


"In our agreeing to purchase for them we feel that 
we are only co-operating with a related corporation.” 


This is a frank admission by the Imvcrial Tobacco Conpany of 
Canada that buying under cover was practised in the purchase 
of the 1932 crop. 


The fact that such a procedure has been decreed 
illegal in the United States indicates the objectionable 
features of this arrangement in Canada, tending as it does 
to lessen comvetition and depress prices to the detriment 
of the growers. It enabled the Imperial Tobacco Company of 
Canada to continue to cxercise what amounts to monopolistic 
control of the Ontario market, although purchasing less 
than one-third of the crov for its own use. 
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INCREASING IMPORTANCE OF EXPORT MARKET 
rae apt eee aa te NES 


There is one outstanding feature of the 1922 crop 
of flue-cured tobecco that has en important bearing on the 
whole situation and should not be lost Sight of, namely, the 
uniformly high quality of the cropesc whole. This is ac- 
knovledged by expert judges and those guelified to express 
oh opinion, 


The 1931 crop was cdmittedly ¢ good one, both as 
to yield end to quality. Exports from thet erop to the 
United Kingdom, cmounting to 0,423,028 pounds, had been 
favourebly received, end had directed attention to the poss- 
ibility of Canada supplying more substantial guantities of 
the Bright Flue-cured variety, obtained heretofore lorgely 
from the United States. The British preference of fort y- 
nine cents per pound on Cenadian tobacco over thet imported 
from the United States was elso an important factor. 


The 1931 crop vas harvested by the old method of 
cutting the stelks, tho lover leaves being frequently over- 
ripe end the top leaves or tips somermt green, &@ most ob- 
jectionable feature in cigarette tobacco. On the other hend, 
over ninety per cent of the 1932 crop was harvested by the 
priming process, that is, cutting off the leaves as they 
ripen, end curing the same, involwing in ell about four 
primings. While this method entciled more labour ond expense 
then the old method, it greatly increased the uniformity and 
improved the qucelity of the crop, end was responsible for an 
imerease in its valuc éstimted at approximately five cents 
per pound. Another adventage of the priming method was the 
fact that the uniformity of the leaf in each of the primings, 
Which are kept separatc in the barns, facilitated exemine- 
tion end veluation by buyers. 


In confirmation of the superior quality of the 1932 
crop there my be qoted the folloving extract froma letter 
dated October 5, 19532, from Mr. L. H. Recd, of the Inperial 
Tobacco Compeny of Great Britein and imojend, to Mes He Ps 
Buell, of the Imperial Totecco Compeny of Canada: 


"T em very much obliged for your letter of 
September 26th, and for the semples of Camdian leaf from 
the 1952 crop thich you so kindly sent me. These somples 
arc by far the best of this type thet I mve seen, and 
indicate that the crop is 2 good one, particularly for 
cigerette purposes; although I note that the samples 
Which you sent tere taken from the best crops." 


qers Ssef oat to opmtaat ‘sattuedigun ote af otodT 
nd? ao gniveed tesgdoqnl as asd Pane coo Mot bows-oult To 
oft yilemes ,% tigte feel of ton Sivode kas oe 7. 
-o7 at atiT «diols > 2 qoro odf to weitere Sit pippetirens 
ago tgrs ot be fifozo emed?t Sac eeghet dtedxe yd beatae frond 
snotshqo ap im 


23 fod ,ono boo, + ylhett tabs esx gors £a@l oT 
ait et qoere tsdt mort ettoqxd «¥diinup of bao bloty od 
sacs bad ,abavog @80,088.6 of mi ita sn moha ai bo tial 
~2a0g aft of so dinedte bodnoe bal Ba bevtacet yidowlovst 
To agét itao sp is Nostedga stem sciylog@e sbonsd to venti? 
vlonief ope'totetsd Bentstdo ,Wetusv bowo-eulT tae ied oft 
Ytuaol to sonevstota deitied ofT .gedods Bettina’ of? aot 
hsttagnt t2a¢ tovwe osesdet cekfersd ac Baweq toy edao9 ontn 
. T6f9st toodaoani as oats est aotsda be Sia oft mort 


B2) Grint ees bio an yo. hatsove wi eov “GOT L[Oei ofF 4 
“rove yitkespe'T? gaied eevemt tewl off ,elicte aae oiit tuo 
“he team s le taf rence eqit to seysol qot ott bm. ogi 
: baad tedto gift a0 gto A ny etteteals al enttset aldanc ffset 
oat yd Beteoveml efsu gore S80L exé to ames Taq YFerta tovo 
Tott es eove af ny 30 gritvus ei fst 280 90% G aitim Pag 
Wot twods [is ab stiviowt ,ampe oft marke bes ,aqia 
cameoxe het qwedel opom belindos bodvom ati ‘+ alii -s«moinkeg ~ 
" vibitretigg oft Beasokest yiteors of .bodtem Slo off meat 
“iG set old katogaot acy Bin peers ode go “tl suo ott bovotoak 
“vo39 ovit ylodontzormggs te betanitee ovinw edt at BBS9t af 
o. Heddon gtimiag.odd to epeéevis togtond. siraog Tor 


time xi To dase af fool oft te Ydinrrotiay oft tals goat 
~siirexe betsatid fost ¢ SOE: sf ot SR OteT2qpe tqa% ote doida 


setoyed yd soitoyiay brs. scott 


St aft Yo ytkiscup 9 brogwe Gav Ge tok stent ter 00 at 
Tlttel A mort footers aber ah ott Botox of you stant gore 
isixeqel od to ,boahl »H af <a mont ,B5OL .2 tatoteO botab 
-T oF 4 tM oF JF Sealand Sis ofee ied ‘taoad ‘te YuIgmeD opa cde? 
‘2b28H89 fo ymqnod coo atoF Lebraar® ont we -filovt . 


tostol qwoy 10% hegtidc- Hamm grov os T® 
334 aoibarsD to eoflgmia off aoe Bes ft + eotco® 
sce goatl soo #ooa vibtht oe Soy cdoiitt coro SOG ort 
,T3u2 ovat I tad? ogvyt eff to tear aif tot yd ors 
Yt ciao tnd .on0 boos = ak qore aif tang sta otbat 
ofigum ott dads otor T dauedtin zaeeoqurd aftot sy fo 
“econ taod odt mort codsé eta ' itoe voy fioinw 


~26- 


The Imperiel1 Totecco Compeny of Conede is, ond 
hes been for ¢ number of years, by far the lergest buyer 
of leaf tobecco in Ceneda. More then 80 per ecnt of the 
entire fluc-cured crop of 1928 was purchesed by this com- 
peny, ¢md over 58 ver emt of the crop of 1931. Its pur- 
chases from the 1%2 crop, cstimtcd at 29,000,000 pounds, 
emount ed to 14,560,800 pounds, or cpproximtely 50 per 
comt. This, hovever, includes 5,500,000 pounds bought for 
the I periel Totcco Comprny of Greet Britain end Irelend, 
which reduces the proportion to cbout 38 per cent of th 
total. In «addition, during 1932, the Imporicl Tobceco Com 
pany of Cerade solid 2,500,000 pounds of re-dried tobecco 
from the 1931 crop to the Imperirl Tobacco Compeny of Grect 
Britein end Irelend. This tobeeco he dto be repleced from 
the 1932 crop, thich hed the cffect of meking the purchases 
of the forner compony, for its ovn aecourt, greater thon 
would othertise heve been the case. Deducting the quantity 
purchtsed to replirce the 1931 tobeeco sold to the Imperial 
Tote eco Comprny of Great Britcin erd Irelend, the require- 
ments of tho Impericl Totecco Comprny of Crne de from the 
1934 crop emountcd to chout & per eat of the entire crop. 


The declire in the pereentage of the total crop 
required by the Impcricl Toteeco Compeny of Camade from 
80 per cent in 19268 to 29 perecmt in 192% indicates the 
increese in the qguentity of fluc-curcd tobecco produccd in 
Ontario during reecnt years, cnd the rapidly inerecsin 
importance to the growtrs of the cxport mrket in the United 
Kingdom. 


The Conedicn Leaf Tobeeco Compeny, 2 subsidiary 
of the Universcl Leaf Tobeeco Comprny of the Mnited States, 
purechr sed epproximetcly 5,000,000 pounds of the 1932 crop, 
or cbout 17? per cant. Neeriy e111 this tobacco is destined 
for export to thc Unitcd Kingdom. The Norfolk Leaf Tobeeco 
Compr ny, the Corsolidated Leef Tobeeco Comoeny, the China- 
Amcricen Tobceco Compcny, «nd the Windhem end St. Williems 
Plertetions export reerly cll their toteco to the United 
Kingdom. Fully 40 por ecrt of the 1932 erop hes been pure 
chased for cxport. 


The total qgucntity of raw tobacco imported into 
the United Kingdom in 1931 amountcd to 196,139,637 pounds, 
of thich the Uritcd Statcs suoplicd 157,188,102 pounds. 
Since Cernediar tobreco hrs c profcrentice] advantage of 
49 certs per pound on the British market over thet from 
the Unitcé Stetcs, it is but returel thet thore should bo 
a strom crd eroding daicrnd in that merkct for Camdim 


fluc-ciwcd tobacco. 
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DOMESTIC PRICES 


The consumption of tobacco, so universcl through- 
out tho vorld, is regerdcd, more or less, 2s c luxury, end 
is thorcfore rocogizcd in meny countrics cs ¢ suiteble and 
convenicnt source from vhich to derive netionel revenue. 
goske is somc doubt «s to whether this tax tes originelly 

dcsigncd to Giscoursge the use of tobecco, or solely for 
revenue ourposces; if for the former, it hes been c pronounced 
feilure, if for the letter, © dccidca success. In any event 
Cons de derives © substenticl revenue from this source, thet 
for the yoar 1930 being $42,257,519.00, end for 1931, 
p#e,232,582.00. The stcte is therefore cn interested perty 
in both produation ond consump ti on of toteceo end there is 
consequem ly cnteilcds responsibility to see thet prices 
of Cenedim ray leef tobe eco are reasoncbly consistent and 
in keeping ith prices peid for mmufactured tobacco. 


“hile therc is no duty under the customs teriff 
on imports of unmenufectured lercf tobeeco, there is en excise 
tex lovicd, upon remevel from bond, of 40 cents per pound 
on unstanmed leef cnd 60 cents ner pound on stemmed leef. 
As this tex is not levied on tobrecod grom in Cenade, it 
constitutes « preference to thet extmt on Camdien grown 
tobecco on the domestic merkct over imported tobecco. An 
edditione-l prefcrenec of 49 cents per pound on the British 
markct over tobreco imported into thet rmrket fromthe United 
Stetes vwoulc indie ate thet the pasition of the Crnedicn 
tobeeco grover is ¢ most favourcble one onc such es would 
ensure c profitcbic end stcble crice for his pwdet. 


Prior to end including the year 1930 this wes the 
eosc. In thet year the everage price peid mas 32 eents per 
pound. In 1931 the evcrege price id deelined to 20 4/5 
ccnts, ihile ¢ further rcduction in 1952 brought the overage 
adorn to 164 PERE Ss The me ximum price peid on the opening of 
the 1930 merket tics 40 cerns, -nc in 1931 50 cents. This 
ves reduced in 1932 to 24 ere with e reletively small 
proportion being bought «t thet price. 


The depreciation in the velue of sterlirg undoubt- 
edly ¢ffected the price in the cxport rerket. This was off- 
set, novever, to ¢ ecrtcin extent by the improvencnt in 
qurlity of tho 1932 crop wer thet of previous yeors. These 
erc factors thet must be considered, The mmufccturers of 
tobeeeo in Cenede heve profitcd to the full cxtent from the 
Gcelinc in prices cnc the improvercnt in quality, sinee no 
opporecicble roduction hes terken piece in sont prices charged 
for menufretured toh cco, clthough there hes becn « decrease 
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of 50 per ecnt in the price of row leaf tobacco since 1930, 
The operations of these compenies arc almost entirely con- 
finec to supplying the dom stic mrkeet. Thot their business 
has been profitable end does not justify this reduction in 
leef priccs is shovn by the net profits earned by the prin- 
eiped. compeny operating in Cone da, emounting in 1930 to 
$6,512,164.18, end in 1931 to $5,914,079.47. 


The following table indicates the rate of excise 
on oll tobacco menufactured in Ceneds, also that on in- 
ported rat leaf totecco, peid vhen token out of bond: 


Imported Raw Leaf Tobacco, Unstemmed, $ .40 per lb. 


Imported Rav Leef Tobacco, Stomed, -60 per lb. 
Cigars 3-00 per Me 
Cigcrettes, over 3 lbs. wr M. 11.00 per M. 
Cigarettes, under 3 lbs. per M. 4.00 per M. 
Cut Tobecco so0 per lbyv 
Canadion Twist Tobacco sc0 Per TB, 
Snuff 20 per lb. 


The Cane.dion Customs Tariff on imported tobecco is 
as follows ; 


Unmenufactured Tobacco, Free 
(Subject to Excise Tax) | 
Cigars 53 690 per lb. 
ond 25 per cent 
Cigarettes é.10 per lb. 
end 25 per cent 
British Preferential Tariff 5.50 per ib.” 
end 25 per cent 
Cut Tobecco 95 per 1b. 
British Preferential Tariff e680 per Ib. 
Menufactured Tobacco, n.o.ps; ond Snuff .90 per lb. 
British Preferentiel Tariff 75 per 1D. 


The following table indicates the duty collected on 
imported tobecco for the fiscal yeer 1932: 
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qs 
Duty Duty 
Duty per of 
item Lb. Vel ue Collected 1b. Value 
Tobceco unmenu-~ 
factured for ex- 
cise purposes rE 0TO, 000 o,o0, 200 2) = - ~ 
Cigars G.625 71,838 55,489.20 5.76 77.2 
Cigerettos Ay tol 97,197 133,855.35 5.00 157.7 
snuff gino 12,451 5,170.50 ,90 41.5 
Tobacco, eut 201,450 427,383 191,377.50 .95 44.7 
Ali other menufcctures t 
of tobecco 64 , 864 161,218 58,377.60 .90 S662 


Notvithstending the excise tax on tobacco menufac- 
tured in Cenade, the Ceonadion Custorns Tariff on imports is 
sufficiently high to confine the supply for domcstic con- 
sumption almost entirely to tobacco menufactured in Canada, 
The fact thet exports of Canadien manufactured tobacco 
are of a negligible quantity indicates that prices in Canada 
for menufacturc” tcbeeco orc hicghcr than could be-obtoc#ned 
on the export market. The constancy with .hich prices for 
manufactured tobacco is mointained in Canada is in striking 
contrast to the decline in prices poid for leaf tobacco 
during 1931 end 1932. As long <s imports of leaf tobacco 
exceec exports of samc, it is difficult to reconcile the 
eonstent price level meintained on the one hand vith the 
decline on the other. 


Imports md exports of leaf tobacco into and from 
eneda for the fiscal years (cnded March 31st) 1930, 1931 and 
1932 were cs follovs: 


IMPORTS 
1930 17,113,472 lbs. 
1931 16,580,394 lbs. 
1932 13,075,335 lbs, 

EXPORTS 

al Leaf Tokecco Bri ght Flue-cured Tobacco 

1930 ak. 391 lbs. 300,000 lbs. 
1931 : ,051,319 lbs. 1,515 ,363 lbs. 
1932 6,222,922 lbs. 5,529,340 lbs. 


The following table indicates, for each of the 
three prircipel buycrs of Ontario fluc- cured tobecco during 
1932, ge dates of purcheses, the total quantity purche sed 
on cach date, ond the average price pcid on each date: 
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Impe 


rial Tobseco 


Compe ny of Censda, Ltd. 
Pounds Price 


, 26 1,388,500 


27 1,909,400 
28 1,257,000 
29 218,500 
31 406,200 

1 217,000 

2 859,000 

3 367,000 

4 844,500 

5 350,000 

9 151,000 

8 413,500 

9 363,000 
10 511,000 
11 155,200 
12 921,500 
144 ~=§0,000 
15 158,000. 
17 576,000 
18 409,000 
19 313,500 
21 578,000 
22 791,600 
23 514,600 
24 356,300 
25 228,000 
28 59,000 
29 30,000 
30 7,500 
1 60 ,000 
2 17,000 
3 64,000 
5 30,000 
” 6,000 

14,560,800 


sR 


22 40 
20 .90 
18.54 
16sec 
16 .04 
16.61 
15.50 
14 02 
13 -40 
14.40 
13 464 
14:58 
14-70 
16,53: 
15 +40 
ba eae | 


229,000 
250,000 
317,000 


67,000 
21,000 


78,000 


30,000 


133 , 000 


53,000 


12 .00 


17 .Z1 


Pounds 
Re porn TEE! 


No Purchase 


No Purchase 
No Purcres 
No Purechse se 
No Purchese 


No Purchese 
No Purchase 


No Purch: se 


renee RPI PES HF IO 


2,916,000 


Hodge Tobs.cco 


Price e 


fe «60 


19.78 
14.54 
14 .85 
14 25 
13.87 
14.12 


12 634 
14 654 


13 55 
09 .00 


15 .00 


24 00 


17.70 


16 34 


15 .36 


Date Pounds 


Oet. 26 No Purchase 
Oct. 27 No Purchase 


Oct. 28 

to 
Othe. sa. Soe 
Nov. 1 


to 


Novs 6. .1,798,000 
Nov. 7 


to 


Nov. 12 1,051,000 
Nov. 14 


to 
Nov. 18 273,000 
Nov. 19 

to 
Date 72 ,000 


(Feb. 10/33) 


Nee aeneeenementl 


4,524, 000 


| Cenedien Leaf Tobacco 
Cos OF Cone. da Ltd. Company, Ltd. 


Pri es 


16 .33 


13.19 


13 277 


16.22 
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The principel compenies opereting in the purchase 
of the Ontario 1932 crop were the Imperie 1 Tobecco Compeny 
of Cenede, thich took chorge of buying the requirements of 
the British Leaf Tobacco Compeny of Ceneda, a subsidiary 
of the Imperial Tobacco Compeny of Great Britain end Trelen d; 
the Hodge Tobacco Compeny of Cenada, a subsidiary of the 
United Stetes Compeny of the seme neme end buying cgents for 
Ws C-. MacDonald, Ine., of Montred; ond the Canadian Leaf 


Tobecco Compeny, ¢ 
Compeny, of the United States. 


subsidiary of the Universal Leaf Tobacco 


Difficulties vere expericnced, cousing delay in 
concluding the inquiry, through the belated orrivel of state- 
ments regarding purche ses rnde end priccs peid each day during 
the buying scason, submitted by the Imperial Tobeeco Company 


of Conede snd the Cenadio Leef Tobacco Compeny. 


The statce-~ 


ment fromthe letter compeny was received February 22nd, and 
clthough incomplete, Ins been included in the ebove table. 


-? 


The following table shors the amount of Issued 
Capitel Stock enc the Net Profits, for the periods indicated, 
of the comprnics ongagcd in purchasing end processing leaf 


tobeeco in Onterio in 1932. 


With the exception of the Imperial 


Tobe.cco Compeny of Cenede, none of these companies are engaged 


in the menufrcture of t obrcco, 


a one a SE RE 
Brit ish Leaf Tobacco Compmy of Ceneda, Limited 
For the yeer ended July 31, 1930 300,000.00 
For the yeor endcd July 31, 1931 300 , 000 .00 
For the period méed April 30, 1932 300 , 000 .00 
(nine months) 
Conedicn Leaf Tobneco Comp: ny, Limited 
For the yecr cndcd June 50, 1930 200 , 000 -00 
For the year ended Junc D, 19351 200 ,000 .00 
For the yeer onded Junc 2, 1932 200 ,O00 ,00 
Consolidated Lecf Tobacco Con Limited 


Incorporctcd Novanber 28, 1951. 
No Fineneic 1 Statement for year 1932. 


Cevital Issued 


Net Profits 


x6 584.67 
15,382.25 
15,571.18 


51,826.51 
59 ,406 ,34 
113,506.12 
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Copitel Issued Net Profits 
Hod ge Tobacco Comp eny of Caner ae, Limitcd 


For the yar mmded April 30, 1930 100,000.00 x9, 193 .66 

For the yeer cnded April 30, 1931 100,000.00 X765 233 

For the year enced April 30, 1932 100,000.00 29,593.58 
Imperiecl Tobacco Company of Cana dc, Limited 


For the year ended Septanter 30, . 
1929 53 540,960.00 5,862,207.73 
For the period ended Decomter 31, 
1930 
Three months ended Deeanbcr 51 
1929 1,641,473 .86 — 
Trvelve months mded December 
S31, 1930 55,2<85,160.00 6,512,164.18 
For the yeor cnded Decanber 31, 
19314) 55,285,160.00 5,914,079.47 


Lemmington Tobe.cco Seles Cor 


oretion, Linited 


For the yeer cnced May 31, 1930 100 , 000 .00 x7, 785.91 
For the year ended Mey 31, 1931 100,000 .00 6,629 .44 
For the year ended Mey 31, 1%2 100 , 000.00 2,100.47 


txt denotes Loss. 


(1) Net Profits of Imperial Tobeeco Compeny of Cenede, Limitec, 
for the year ended Decanter 31, 1932, were quoted ot the 
end of February, 1933, in weekly finencicl newsprpers ct 
&5,471,175.00. 
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CONSOLIDATED LEAF TOBACCO COMPANY , LIMITED. 


The nbove mentioned company, located at Kingsville, 
Onterio, and formerly known as the Moss Leaf Tobacco Company, 
Limited, was incorporated November 28, 1931. ‘This éompany, 
during the growing season before the tobacco was harvested, 
made contraets with about one hundred growers for their 
entire crops. The contract form was similar to the following: 


CONSOLIDATED LEsF TOBACGO COMPANY, LIMITED 
KINGSVILLE, ONTARIO 


No. 532 
FLUE CONTRACT --- 1932 §ROP 


Memorandum of Contract made this ,.... day of ..... 

Setpech?oe. PEs eee ‘teieven) OF the Qepnshin. of ee 
Boa ila Bilin pimieneien: ind 

MOGREY Of  Miwidis Sec wricwcwe ». Provinwe of Ontario, hereinafter 
ealled the Party of the First Part, and CONSOLIDELTED LEAF. 
TOBACCO COMPANY, LIXITED, of the Town of Kingsville, County 
of Essex, Province of Ontario, hereinafter cnlied the Perty 
of the Second Pert. 


NoW THIS INDENTURE WITNESSETH AS FOLLOWS: 


1. The Party of the Erst Part agrees to sell, and the Party 
of the Second Prt sgrecs to buy ct the undermentioned 
prices, the Flue-cured Tobacco covered by this contract, 
which, in the opinion of the Party of the Second Part 
solely, is in xecordance with the following classifi- 
cations and descriptions: 


a. All sound, clear, smooth, lemon leaf, at 30g to 36¢, 
secording to quality and generel character. 


b. All sound, clear, smooth, bright orange leaf, at <6¢ 
to 30¢, uccording to quality and general character, 


e. All sound, clesr, smooth, heavy orange leaf, at 2e¢ 
to 26¢ necording to quality and general characters 


d. All sound, clesr, smooth, extra heavy orange to 
dappled mhogany leaf, at 15¢ to 18, ace ording 
to quality ond general character. 
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@. «ll sound, clear, smooth, mahogany leaf, at 10¢ 
to leg cecording to quality and general character. 


f. «11 sound, clean, leafy, smooth, bright sand leaves, 
nt leg to 15¢, according to quality and general 
character. | 


&- all tobacco damaged through frost, wind, hail, or dam- 
aged in any way whotsoever, or which is green, ragged, 
worm eaten or dirty, is to be excluded entirely, end 
anything which, in the opinion of the Party of the 
Second Part solely, does not come within the above 
mentioned classifications and descriptions, including 
derk sand leaves, is to be excluded under this con- 
tract, and only to form part of it provided both per- 
ties can agree as to price. 


oO. This contract includes 311 Flue-cured or Virginie type 
tobacco grown on Bot «cess TONCAGRION wases« ceny ONG 
estimated at se«vs.,-.. acres, or/ any other lot or 
concession in which the Party of the First Part has 
any interest whatsoever. | 


4. Should totel acreage be in excess of acreage mentioned 
in this contract, then any excess is to form part of 
this contract under the sane terms and conditions. 


5. Tobeeco is to be delivered free from mortgage, lien, or 
encumbrance of any kind, in good merchantable order, 
free from excess moisture, and when the Party of the 
Second Pert hes determined to its satisfaction the 
quantity and general character of the classifications, 
as above set out, of the tobacco so delivered, then 
peyment will be made. 


6. Tobseco to be delivered by the Party of the First Part 
to the Party of the Second Part at Kingsville, or at 
any shipping point near location of crop that the 
Party of the Second Part may decide, at a date to be 
arranged by the Party of the Second Pert, but not 


leter than May 31st, 19535. 


7, No agent or representative of the Party of the Second 
Part has any authority to alter or very this contract 
in any way whatsoever. 


IN WITNESS WHEREOF the pertics hereunto have set their 


hands cand seals. 
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PiRTY OF THE FIRST PART: 


: PaRTY OF THE SECOND PART 
it or We control sale of entire srop 


CONSOLIDATED LEAF TOBACCO CO.,LTD. 


Bene er wasnauesbavwer 
ESROnt evienewabesdentee PED wciaenes 1 deareewene 
POSTOTTACE  ssadwdackees 
TELEPHONG ssissecssvens 


There were some features of the contract that 
appealed to the grower, nomely, the six classifications 
Specified end the priees listed for these classifications, 
ranging from 36 cents to 18 cents per pound. The import- 
ance of the words "In the opinion of the Party of the 
Second Pert, solely”, was apparently not fully appre- 
ciated by the grower when signing the contract. He be- 
came quite aware of their significance, however, upon 
delivery of his crop. 


For example, C. W. Glover, of waterford, Onterio, 
contracted his crop from twenty-eight acres to the Consoli- 
dated Leaf Tobecco Company, This crop, amounting to 35,470 
pounds wes delivered at the Kingsville plant of the company 
on November 5, 1932, and was there classified under twenty- 
four grades, Some 3,090 pounds were accepted and paid for 
under the contrnect. 4 further 1,100 pounds, classified 
under Grade 9, was sold by Mr. Glover at the price offered. 
As the prices offered for the remninder of the crop were 
fer from satisfnctory to Mr. Glover, the balance, at the 
date of interview (December 29th), was being negotiated for 
by the company. 


After it beecme known how the company was grading 
the tobnceo delivered, © number of growers who had signed 
contracts refused to deliver their crops and sold elsewhere 
with the result thet litigation ensued in some of these 
enses. In 2 number of instances, subsequent arrangements 
were made with the Consolidated Leef Tobacco Company for 


sole at a straight price per pound. 


Another case investigated was that of J. Balinsky, 
of Otterville, Ontario, who eontracted his crop from eight 
aeres, amounting to 9,919 pounds, to the Consolidated Leaf 
Tobacco Compnny. The crop was removed by the company to its 
plent at Kingsville and 1,120 pounds were accepted and paid 
for under the contrect. 4 further quantity of 4,301 pounds 
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was accepted and paid for at prices indicated on weigh 
sheet (see copy), and the belance 4,098 pounds was rejected, 
and was being negoticted for under different arrangements. 


The following is a copy of the weigh sheet re- 
ceived by Mr. Balinsky showing grades, quantity of tobacco 
in each grade, and the price for each grade: 


CONSOLIDATED LEAF TOBACCO CO., LTD. 
KINGSVILLE, ONTARIO 


Date: November 15, 1932 
Name: Jo® Balinsky 
#2ddress: Otterville, Ontario, 


Prices 

Grade Pounds per lb. Dollars Cents. 
A 33 00 9.90 
B 196 26 50.96 
C 20D 22 45.10 
D 220 15 35.00 
E  — 10 ba Pag! 
F 289 12 354.68 
No. 9 794 14 111.16 
No.10 1,041 08 83 .28 
No.1l 418 06 29 08 
No.12 au 07 12.04 
No «15 pager 08 Lereke 
No .19 40 07 as & 
No .20 309 O06 18.94 

5,421 8566.40 
Consolidated Leaf Tobacco Co., Ltd. Weights and Prices 

approved and Accepted 

(Signed) .E. S. Hogan ..... Be aki ae aPwRY Te ir 


The following circulor letter, received by Mr. 
Balinsky, wos sent by the Cenadian Leaf Tobacco Company, 
Limited, of Chatham, Onterio, to those growers, of whose 
tobeeco a quantity had been rejected by the Consolidated 
Leaf Tobacco Company, after being delivered according to 


contract: 
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CANADIAN LEAF TOBACCO COMPANY, LIMITED 
CHATHAM, 


December 13, 1932 


Denar Sirs:- 


according to information received from the Con- 
solideted Lenf Tobacco Company, Kingsville, you have 
contracted your 1932 crop of flue-cured tobecco to that 
company. 


There have been a number of people who have 
offered their crops to us, even though they were contracted 
to the above mentioned company, and we wish to advise that 
unless we are furnished with a statement from the Consol- 
idated Leaf Tobnrcco Company, Limited, certifying that they 
have released soid crop, we do not desire to purchase same. 


We have been informed further thet in numerous 
enses there is a considerable quantity of tobacco that 
fells in quality below the minimum price of 12¢ (we under- 
stand that the prices range from 12¢ to 36¢ per pound), and in 
this connection we wish to state that in the case of these 
rejects and culls, we shall be very pleased to purchase them 
from you, and if you will care to deliver them to our 
factory at Chatham we will do our utmost to pay you a fair 


price, 


The above applies strictly to tobacco which the 
Consolidnted Lenf Tobacco Company considers not good enough 
to worrant their paying minimum contract price, viz: lz2¢g 


per pound. 


Yours very truly, 


CANADIAN LEAF TOBACCO COMPANY ,LIMITED 
‘ (Signed) Cc. L. O'Brien, 


VICE-PRESIDENT. 
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The operntions of the Consolidated Lenf Tobacco 
Company, although on a comparatively small scale, helped 
meterially to incresse the discontent ond dissatisfaction 
on the part of the growers with the merketing of the 1932 
crop. ‘The methods of purchase employed by this company en- 
abled it to keep its prices at a level below those paid by 
uther compnnies nfter the merket opened. As a result of 
its operations, however, the Consolidated Leaf Tobneco 
Company could not be ch*rged with being a party to a combine. 


ae ee rites) deh Cae i Pe kh oe i i sali oe an ee 
osondeT trod betobivoeno oft to anoiterego ont © . ie 

begied ,ofcoa Lame ylevidatngmes 3 ao dguodtin ~yasqaed + © 
Rolfostelinaath faa ¢aetneoe th ot eareront of yilolestam — 1 
SG@E ot To gattedzam oft dtiv axevorg oft to dusq edt mo) 
ve Xungotos aid? yd beyolgee sesioxyg ‘to shoritom od .qors 9” 
ed Ding seotit soled level s tm 2enitq att qed of tt belde 
to fuser o ak ,heneqo text edt tote astasqmon tonite 
_,, Code? Ised betcbifosnod efit ,revewod ,enottateqo atl | 
‘dmoo co of ytusq © giied dtiw begtude ed ton -bivos yasquod | 


( 


4 
re 
XN 
= « 
5! 
— 
‘ . 
A - 
\ Saki 
‘ ty 
‘ 
x 
> 
<« 
x > ~ 
~.. - 
~ 
Dy _ 
~ 
( é a 
= * 
ree 
7 i 


3 9— 


SUMMARY 


In the foregoing pages a brief outline has been 
attempted as to the object and subject matter of this 
inquiry, with 2 view to determining whether or not a combine 
existed as alleged among the several connanies operating in 
the purchase of flure-cured tobacco in the Province of 
Ontario during 1932. 


Sone difficulties have arisen in determining the 
line of demarcation between what might be regarded as 
legitimate business and what might be an infringement of 
the Act relating to combines. It is, therefore, quite 
possible that this inquiry may, in sone resnects, have been 
carried beyond this line, and may not have reached it in 
others. 


It is genernlly supposed that where active compet- 
ition prevails there are but little grounds on which to 
base suspicion of 2 combine. On the other hand, where 
competition does not prevail to 2 reasonable oxtent, or 
where by any meons competition is lessened or eliminated, 
there ere strong rensons for assuming that a combine is in 
operations In the case in review there is a completes 
absonee of any semblance to an organization of any kind on 
the part of the tobacco growers for an orderly marketing 
of leaf tobacco, cxcept in the case of a few connanics or 
syndicates growing tobacco on 2 large scale. The absolute 
denendence of the growcrs on the tobacco comvanies under 
these circumstances entitles them to open and above-board 
treatment and 2 fair orice for their product. That the 
confidence herctofore pl*eced in the tobacco buyers no longer 
exists is evident from th: 2llegations made and the demands 
for an investigation, and further, from the steps taken in 
the movement now under way to forn % co-operative marketing 
organization to process and dispose of future crops. 


Referener has elready becn made to the unaninity 
of thc tobacco conpanics which featured the delay in be- 
ginning buying operations, to the absolute secrecy which 
wes maintained as to the tine of ovening the market, and to 
the inevitable effect on the morals of the growers, making 
them easy victims for the methods pursued whereby many 
crovs were purchased for loss than half the price paid for 


others. 


The long delayed onening of the merket which took 
26 had the anpearance of collusicn in 
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in the field almost Simultaneously on that date. The 
approximate average of prices paid from day to day from 
the date of opening the market until November 7, when the 
average price had decreased to sbout one-half the average 
of the first day’s purchases, together with the fact that 
€an increase took place in prices vaid from that date until 
November 21, when the prices were nearly as high as the 
average at the opening of the market, although the best 
quality of tobacco is usually purchascd first, also 
suggested an understanding among buyers which was 
operating against the interests of the tobacco growers. 


Information as to the onerations of the tobacco 
companies was obtained through personal interviews with 
the growers and with officials of the various companies, 
also from returns submitted by the companies in response 
to requests made for certain information under the 
euthority of Section 14 of the Combines Investigation Acts 
Correspondence between companies was a particularly 
important source of information, one remarkable feature 
of such correspondence being the absence, with one notable 
excevtion, of eny reference to prices of raw leaf tobacco. 


The fact that prices prevailing in Uanada 
generally determine the price psid on the export market 
for Canadian tobacco has an important bearing on the whole 
question that must be taken into consideration. It would 
anpear, fron copies of corresvondence furnished, that 
British tobacco nanufacturers were Kept well informed as 
to the quality and prospective yield of the Ontario 1932 
flue-cured crop, in which they had shown an early interest 
as a result of the sxtisfactory quality of imports of the 
LYS Grov« 


In confirmation of the foregoing, the following 
extracts fron correspondence may be submitted: 


A letter from the Leamington Tobacco Sales 
Corporation, Limited, Leanington, Ontario, under date of 
August 4, 1932, to Gallagher, Limited, Belfast, Ireland, 
contains the following: 


"Pron information which we have received 
which seems to be quite reliable, the British 
Leaf Tobacco Sonmpany of Chatham will be in the 
market for five million pounds of flue-cured 
tobacco this year. Last year they handled about 
one million pounds as an experiment which scemns 
to have proven satisfactory." 
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The following extract fron > letter, referred to 
elsewhere, written by Mr. He. P. Buell, Vice-President of 
the Immerial Tobacco Company of Canada, to Mr. R. &. 
Harrison, of the British-American Tobacco Company, dated 
August 22, 1932 is most significant: 


"I will be visiting the southern market next 
week and the week following. I will make it a point 
to see Mr. Reed, end I hove that he will let me know 
if the buying of their Canadian requirenents will be 
entrusted to me .. . I have heard that several of 
the independent “nglish manufacturers have already 
placed their orders with local Ontario dealers for 
purchases from the new cron." 


These letters indicate that the Imperial Tobacco 
Company of Canada, as well as other connanies, was aware 
two months in advance of the opening of the Canadian 
market that a mumnber of British menufacturers would be in 
the market for Canadian tobacco. This is in rather 
striking contrast to the statement received from the 
Imperial Tobacco Conpany of Canada in response to a re=~ 
quest for an explanation as to the delay in opening the 
CGanedian market in 1932 (see section of this report en- 
titled "Holding Off the Market"). In an interview which 
I had with Mr. H. P. Buell on February 27 he stated that 
his conpany's holding off thc market in October last was 
due to the arrangemcnts they were naking to find out how 
much the Imperial Tobacco Connany of Great Britain and 
Ireland intended to purchase from the 1932 crop. 


It appears to have been known to the trade 
early in August that the 8ritish Leaf Tobacco Comvany, 
which is a subsidiary of the Imocrial Tobacco Somnany of 
Great 3ritain and Ireland, would be in the market for a 
substantial quantity of tobacco. {t is also evident from 
Mr. Buell'ts letter to Mr. Harrison that the Imperial 
Tobacco Company of Canada was apparently desirous of having 
the buying of this tobacco entrusted to then. 


That this was done is acknowledged in a state~ 
ment received from vr. 7. Milligan, President of the ; 
British Leaf Tobacco Connany, located at Chatham, Ontario, 
where this company has a modern processing plant. It might 
be mentioned that the British Leaf Tobacco Company has 
maintained for a nunber of years a comoetent buying 
organization for the purchase of Burley tobacco in Ontario. 
In response to questions submitted in this investigation 
under date of December 12, “Mr. Milligan states, in @ letter 
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dated December 24: 


"Ve bought about 3,500,000 pounds fron the 1932 crop. 
The Imperial Tobacco Conpany of Canada bought for us 
on a commission basis. All tobacco was allotted to us 
in the barn before delivery was made. The average 
price paid for this tobagco was 16.81 cents ver pound," 


The Imperial Tobacco Connany of Canada, by this 
arrangenent, not only kept out of the market what might 
otherwise have been a comvetitor, but received a connission 
of $35,000 on the transaction. 


There is evidence that the delay in opening the 
market was not only unnecessary, but had the effect of 
adversely influencing the price and was against the 
interests of the growers. The responsibility for this 
delay, however, cannot be vlaced entirely on the Imperial 
Tobacco Company of Sancda, notwithstanding the anparent 
existence of en unwritten law nermitting that connany to 
onen the market and set the onening price. . 


The arrangement made by the Imverial Tobacco 
Comnany of Great Britain and Ireland with the Imperial 
Tobacco Comvany of Caneda, by which their requirenents 
were purchased under 4 contract between the latter 
gomyany and the growers, was in itself sufficient to 
arouse suspicion and to justify the action taken by the 
apvlicants in calling for an investigation into the 
charges of collusion for the purpose of lessening 
comnetition among buyers. The large surplus of tobacco 
grown in 1932 over the requirements of Canadian tobacco 
manufacturers had an influence on marketing conditions 
that must be recognized. ‘Yhen the buying of leaf 
tobacco finally began the tobacco growers with the 
exception of a few of the companies or syndicates growing 
tobacco on a large scale were absolutely without any 
facilities of their own by which their tobacco would be 
taken care of and marketed. As. a consequence they were 
wholly dependent on the tobacco manufacturers both in 
regard to time of buying and prices. The tobacco 
manufacturing companies, having a knowledge of the 
quantity of tobacco to be sold and also what quantity 
would be required by them for manufacture in emoape. : 
apparently took extra precautions to safeguard themselves 
' by offering very low prices for their requirements, ae 
| looking forward to the possibility of there being @ 1arg 
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be sold at very low prices. 


It is quite obvious that the control of this 
surplus by the tobacco growers, together with an orderly 
and systematic method of marketing the same, is most 
important; and would place the tobacco grower in a more 
secure position by which he would be enabled to exercise 
Some reasonable degree of control over the price not only 
for domestic purposes but also for export as well, and 
assure him a fair merket price for his tobacco. 


All of which is respectfully submitted, 


Yours faithfully, 


(Sgd.} Donald Sutherland 
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